
STATEMENT OF CONSIDERATIONS

ADVANCE WAIVER OF THE GOVERNMENT'S U.S. AND FOREIGN
PATENT RIGHTS IN INVENTIONS ARISING UNDER THE LIMITED

CLASS OF FUNDING AGREEMENTS AND OTHER CONTRACTS
UNDER THE DEPARTMENT OF ENERGY'S METAL INITIATIVE

W(C) 92-001

The Department of Energy (DOE) granted the attached advance waiver covering DOE's Steel
Initiative Program on November 4, 1987. The Steel Initiative Program was originally authorized
by Public Law 99-199 (House Joint Resolution 465), the Fiscal Year 1986 continuing
appropriations law, and received additional funding for Fiscal Year 1987 to continue the Steel
Initiative Program through the passage of Public Law 99-591 (House Joint Resolution 738). The
U.S. Congress, by virtue of the passage of Public Law 100-680 (102 Stat. 4073), entitled "Steel
and Aluminum Energy Conservation and Technology Competitiveness Act of 1988," provided
for an expansion of DOE's Steel Initiative Program to include research and development to
achieve competitive, energy efficient steel, aluminum and copper process technologies. This
expanded program was known as DOE's Metal Initiative Program and was conducted using
funds provided by Congress beginning Fiscal Year 1989. i

Although inventions made under DOE's Metal Initiative Program were treated in accordance
with the terms and conditions of the attached Steel Initiative advance waiver, the waiver was
never modified or amended to specifically cover the Metal Initiative Program.

In order to eliminate any confusion relating to the treatment accorded inventions made under
DOE's Metal Initiative Program, the purpose of this Metal Initiative advance waiver is to make it
clear that the attached Steel Initiative advance waiver applies to those inventions made under
DOE's Metal Initiative Program. The contents of the attached Steel Initiative advance waiver are
hereby incorporated by reference into this advance waiver. It is determined that this advance
waiver to a limited class of one or more holding companies, which have held title to and have
licensed inventions made under the Metal Initiative Program, will best serve the interests of the
United States and the general public and, therefore, the waiver is granted. This waiver covers
and is directed to inventions made under all funding agreements with small businesses and non-
profit organizations to which the Exceptional Circumstances Determination related to DOE's
Steel Initiative applies and all other contracts under DOE's Metal Initiative.
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_. ,.,. . ,AD VNCE -WA.IVER -:OF .THE: ' 'GOVERNMENT'S. U-.S. :AND FOREI'GN '.-. :: ; P.ATENT'-RIGHTs' ;IN 'I:NVENTIONS: ARISING: UNDER. THE LIMITED' ' ; CLASS:,OF "FUNDING AGREEMENTS AND OTHER CONTRACTS'; UNDER THE' DEPARTMENTOF 'ENERGY' S' STEEL :INITIATIVE
.. : .'.-,'.h.The SU.S' Congress, ..through .its Fiscal r-.1986 and Fi cal. Year 1987 Federal .'Budget Appropriations Legislation, hais-deceda

:,i. theTDepart'ment of0- Energy to-implement aresearch and development: ;initiave wi,:th :the National Laboratories: to ach'ieve "advanced'-. ,,-.. energy. efficient steel.proce s' '.s technologi-es .(DOE'Steel .I i.:n i'tiati-ve).:,:In enacting thi:s'legis'i'ation, .Congress has made. .rclear..ts' nten.t too.use theDOE'sNational Laboratories andothera . rch organizations. to develop leapfrog technlogy in '-.: ': ':,:` ',steefl making " i'n.i order: to'.: improve t;fhe.':.i inter nat ionale competitive; ... t.ioin:.do f.h' h;U.S:.;dome stic S.teeliindustry., C'ngress :has-.:'·i ·'a·'supported:a , :the:.DOE 'Steed. Initivative 'by exp!lici tly direct,ing'
i pu te ai bina s t O he .DE Steel ,.niti.ative Program through

-.Resoluttin465) the Fisc-alYear-1986 continuing.appropriatons
'lawicludeda provision that 7..1 million:.dollars be made. available fo.a researh and.development 'initiativ withte 'ational Laboratories to increasesignificantly t he energye.' efficipency. ofpoeses . that produce steel. 'Public Law 99-5919 -.(. ,, (House Jo'int, Resolution ·'738)-, :enacting c.ntinui.ng appropriations.".,.'for" F,-iscal :Yea 0:1987, includeda a provisi'o9n8 providing a 2 million., ollars for ,cont: nui.ng'the, e St'eel eni tiattive.., t -

.Both of these :appLropriations bills included provisions that,.' the oblig3tion of these.funds.would be.icont'ingent upon an.,. agreement.by industry: to provi'de cash -or-in-kind contributions to.the.initiative or to .provideother colla boratie researchanddv. ' eNlopme:nt activirie's:'related to the, purpos'.
e of the ini t-iative.-equal to 3%of the amount of Federal overnment obligations.Further, Congress has provided:for r'e 

-tmet Pby 
the participants. ofthe Federal expenditures.up to l-.'/.2 'times. n rom nthe pro c edsat. Of't e commer;cial sale., lease, '.manufactureor ie of t. echnologis'developed ,under the proviso,, at. raistio i of all net" p..; ,proceeids.; Various conference andc:ommit.tee reports have ma'deS.

.tart-icipants is essentiial to. carryo ing .out. knthe.- Steel Initiative.

. promote American .industry .,
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.,.. 'During discussions and negotiations directed to the,-
;esitablishment of the DOE:Steel Initiative Management Plan,
.interchange among industry representatives, representatives of
the National Laboratories', and DOE program representatives raised
several very .important issues. In order to meet the legislative
requirements previously stated, the. industry must provide
contributions-equal to 30% of the amount of the Federal
Government obligations, although this 30% total may include
indirect., cost-sharing as well as.direct cost-sharing%. To justify
.the industrial participants' cost-sharing of the Steel Initiative
and the participants' repaying up to 1 1/2 times the Federal
expenditures from the net proceeds of the technologies developed
under the Steel Initiative :as also required by the legislation,
it will be necessary to provide the participants a firm patent

' position to protect their. interests. This Advance Waiver to the
-Limited Class provides the mechanism by which such patent
position can-be effected and will enable industrial participants
'to cover their initial cost-share and provide them a head start
position in the developed technologies to enable their repayment
of the Federal expenditures. -In conformance with DOE waiver
i ipolicy andd program .objectives, it has been determined that
industrial participants will be required to provide at least 20%

i direct R&D cost-sharing (which'may include in-kind R&D
contr.ibutions by the participants) to the total R&D project costs
'for each project. It is the intent under this waiver that the
required 20% direct cost-sharing for each project will be met by
the'sum ,total of contributions made by the',industrial
'participants and any one individual participant may contribute
more or less than is contributed by another participant.

It is anticipated that a large portion of'the research and
development efforts under the Steel Initiative Program will be
conductedat DOE's National Labo oratories, many of which are run
by nonprofit organizations which would ordinarily be entitled to
elect to retain title to inventions made"in the course of or
under their research work. Further, U.S. domestic steel industry
participants are.expected to be extensively involved in the Steel
Initiative.. Contracts and subcontracts will also be awarded to
domestic, companites or universities which have special knowledge
or expertise such that their involvement and contributions would
be highly beneficial. 'Many of these contractors also may be
small businesses or nonprofit organizations ordinarily entitled
under Public Law 96-517 and Public Law 98-620 to retain title to
their inventions. .Under normal circumstances, the standard
statutory disposition of rights to inventions made under the
Steel Initiative would result. in fractured ownership of the
technology dispersed among many contractors. In order to
practice the'technol o gies, a participant would face.the
possibility of having to seek multiple'licenses from multiple
parties with no guarantee that successful licensing arrangements
could be negotiated. Such was found'to be unacceptable to the
U.S. domestic steel industry and a severe roadblock to proceeding
with the Steel Initiative.
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-.:..'. .In.an~ attemptlto se'cur'e the neededright for the::';p.a tcipaipats' ·and 'prov-ide'.benefits -and.prote ction which -.would
'i· ,permit re.oupment of.their cost-sharing, aswell as .provide at 

ing, as-,well.-as provid.g a.means 'to'gve-a competitive edge to produce net proceeds from theitichnolo,gy. and permit. repament of the Government' s expenditures,;-.:DOE has. issu,'ued, -pursuant to 35 U..S.' C. 202(a)(ii), an.Exceptional'.'~~.i?'.Cir.cumstani6ce .-Dettermination directed to DOE Funding Agreementsrelatingto: t'heU.S. Department' of Energy Steel Initiative. -This' Exceptiohal.Circumstance Determination provides that small,. businesses: and non-profit organizations performing work.under.. undin'g 3agreement.s .in: the Steel' Initiative will not automatica'lly
obtain 'itl-e. toinventions made in the performance of their work.-Rather, through/.this Advance'Waiver to a'Limite'd Class,-;DOE wil
pr:pvide: ,for' titl e to,.flow to a.privyate concern or concerns which.,.: willhold.ti'tle.for the beheficial.interests.f. the participants.- in" the sel·ected'proje'ts under-the Steel Initiative. 'Following. consultation withth-the-participants in a selected project, DOE'?,.will ',designate' aprivate concern i which will serve:as':a.holding' company to take..titl.e.pursuant 'to this waiver.in.order :to control,'and ali.cense the3 technology and pat'ents emanating from the··.' ojec't .It:is-anticipa.ted that.a single private :concern wouldserve.-as -.the holding company for any selected project and that.. -any par-ticular:.-concerSn 'could;'serve as the holding ,company for; one'.. or several projects. :This waiver ofv rights to :the de[signated.':private:.concern is.subject.to .the .right.s of'.the participants'and

.'. '.'DOE asoutlined' in this waiver in addition to the minimum rights:.required .tod be retained by DOE under its waiver policy and:.anyo'ther '-rights as may -be agreed to by DOE and the contributing
participants when determining to go forward with a selectedproject. -It is also an understanding and condition of this'waiver that..the'desig nated holding .company shall bear- all costsassociated with the patenting of waived inventions under. the
project (including costs associated with the preparation ofpatent applications, fil'ing fees. ,prosecution costs, issue fees,maintenance fees, and licensing.expenses). To6the extent that -, any.such'costs have'.not -been inc-luded as part of industry's-'. cost-sharing contribution,' such costs may be deducted from gross.' royalties received from licensing the technology in ascertainingthe net.proceeds, 25%' of. which net'proceeds must be appliedtoward the-'repayment of the .1 1/2 times the federal expenditures,.
and prior to.any distribution of.net royalties to cost-sharing-participants.' . '-

This- Advance Waiver to a Limited Class is directed to those.funding agreements with.small businesses and non-profitorganizations which are covered by'the Exceptional 'Circumstances;Determination related to the Steel Initiative. This Waiver is
also directed to and covers those contracts under the SteelIntiative which would be governed by Section 9 of the FederalNon-Nuclear Energy Research and Development Act of 1974, thosecontracts with other than small businesses and non-profit
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organizations. where title would ordinarily vest in DOE
-.'..' .', unless 'waived to the contractor. '.However, this waiver does not

apply to any agreement or other arrangement with a party to carry
out other collabor'ative'research and development activities
related to the purpose of the Steel Initiative.which is supported
with 100%. private.,funds which are not, included.in the 20% direct

.. ,-,-.'cost-sharing contribution by the industrial participants. To the
.ex'tent that such activity is to be included' as indirect
cost-sharing in industry's legislatively required-30%

waiver and different.r.ightswi'l .flow to the industrial
participants, in the project to which the activity applies.

.- .. . .. r .

, ...;... . This Advance Waiver to a Limited .Class wilI permit the
,', concern holding title to patents.for the benefit of the

' participants to grant royalty-free licenses to direct and' "
,i.. . indirect cost-sharing participants in the particular project.-

-'. These participants will have the knowledge that they will'be
. entitled' to'practice the technologies developed under the Stee'l

.-,.'.Initiative pro.ject'and' will, through the patenting of. the
'' technology developed, be given a competitive edge over foreign

;..; .-.',competitors and other .U.S. 'competitors who do not participate in
. -t .that- project., 'Theindustry participants will receive;a

' ;-.'' "royalty-free license to inventions- arising under those projects
. '--"in which they participate." ihile nonparticipating members of the

, i'U.S. domestic steel industry couldbe licensed under any patents
. .obtained in anidentified project in which they do not partici-

-;. '.pate, it is a requirement of this waiver that such li'censes be on
; :a basis that, will be beneficial and equitable tothe.participants
"-. in the project. Such could be a royalty-bearing.license and such

treatment of non-participants is. most certa'inly justified in view
of the participants' cost-sharing and obligation to repay Federal
expenditures .. I

:.. While cost-sharing participants will receive a royalty-free'
license to. practice all patents'based uponthe .research conducted

, ". under the Steel Initiative in the projects in which the
'participant cost-shares,.the'participants shall not have the' .
. right to sub-license' except as' is necessary for'Itheir own use and

: practice of' the technology. -. This waiver.is also subject to the
.provision.,for Preference for'U.S. Industry in.line with
Congress'. intent to'provide support to the U.S. domestic steel
.industry,. A further'cnitonn of this Waiver is that royalties
received, from royalty-bearing lice'ns.es which may be issued to
.non-participants will be equitably distributed to the
-cost-sharing industry participants and the Federal Government.
It is believed that the Declaration 'of Exceptional Circumstances
combined with this Advance Waiver to a Limited Class will provide
the incentive to justify U.S. steel industry's participation in
DOE's Steel Initiative. It further will facilitate the transfer
of the technology to the private sector by establishing a single
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,.: ,'. concern"' for -each selected -Steel ,Init:iative' project with which to
.... ; . negotiate to obtain rights .to, prac-.tice.e- technologies.', ,
. ' 'developed. .Further;, extensive ''patenting .by .the concern of the
'.. . . technologies developed will..provide protection. from foreign

competitors and will provide an .equi;table treatment to project
participants by, requiring paymentof royalties to practice' the

,.' t'echnology' by 'thbse in: the U.S. dome stic' steel industry .who
. choose' not. to'participate and :'ost-share in the selected project

.. ; under the DOE Steel Initiative. .

" , ', . o:Accordingly, in view'of .ethe Congressional and statutory.
.objectives:to be obtained anid'the' factors .,to be'..considered under
DOE's.'Statutory Patent Waiver Pol-icy, all: ofe'which have been
considered,. it is determined that, this Advance,'Waiver to a

'.- ILimited'Ciass will best serve. the' intierests ofn the United States
-' and t.thnoe genertal' public. and therefore the waiver is granted. This

" . -Waiver is directed to and covers -all funding.'agreaements with
.:,,,small' businesses and non-prof i;t-organizations i;.to which the
Exceptional Ci'rcumstance 'Determination:related to the U.S.

' Department: of Energy Steel'.Initiative'app.i-es 'and tq all other
contracts under DOE's Steel tnitiative. -', .-

" . . - -- " . ' , ' " .... ...

* ':CONCURRENCE.: . ' PPROVAL:. '

Donna Fitzpat Rk,'Assistant - r Richard E. Constant, Assistant
.' Secretary for Conservation' t, .General:Counsel for Patents

and Renewable Energy :,OV - '

. ate: .. NOV 0 197 Date:_ _ _ _ _ -_ _
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.. Honorable Malcolm Baldrige i , . -

* .Under.35 U.S.C.:202(a),. .'nonprofit organizations or s: mall business
.." firms may elect to -.retain ,title :to' any inventions made :under a'

· :funding :agreementiwith' the Government. However,' subsection
' '.(a) (ii) states:: that such funding .agreements may pro.vide otherwise

. ,- in.:exceptional:. circums:tances.when :it:is determined by a Federal
': -.. agency that restrictiorn;or. elimination of .the right, to .retain

.. title will: bet.terpromote the policy and'objectives.:f :the law.
.Enclosed..is' .a. Statement:'of Analysis and Determination of

::: .,--Exceptional C'i-rcumstances-.:(Statement) in acc:ordance with 35
:U.S.C. 202(b).l ).. '' '.' .. '!.- . , '( :'.' .'

This Statement :covers DOE ,fundi'ng 4agreements wi:thsmal
: . i. businesses' or. nonprofit,' orga'aniizations 'relating to. DOE's Steel

, .Initiative . ; ' . : .. ' '. .." ' . '-

-Since the facts'iand .analysis? supporting this -Statement will. apply
to a number of DOE funding, agreements, we: intend to %apply the
' Statement 'to r'elevant DOE funding agreements on a class. basis
under the.Steel- Initiative':,:-',rather than on a case-by-case basis.

,'.The determinationl o'n-;' a' class .basis will-provide for.-;a more timely
: -and efficient"administration 'of -funding. agreements.

S. ection. 203(2). of Title:: 35;U.S.C. provides. a right of appeal to a
contractor of any ;agency 's exce'ptional circumstahice determina-
tion. This Statement, therefore, provides for an appeal, at the

-' * ..time of contracting.':.' '. - ' .

- . , . S., :igl . '--Sncerely, :'

,, ,,, ,, ,, , .,, 'Original nd b:

. . .. .". - -::.' " ' . ' . J. . MicHae Farrel l .'... . '
. . , .' .. ' .': ' ' .. '' General Counsel. . .

Enclosure '. :

cc w/enclosure:
Frank:S. Swain
Chief Counsel for Advocacy
Small Business Administration
Washington, D. C. 20416

.,-. : ,,,. ·. .. . .... =-', · ...-. . '
· .~ .C",~ ..... , . . '. .' -. ': . .. ,.~~"'., .. !'_ '.



¢F a l

.- Statement of Analysis and Determination of Exceptional
* . Circumstances for DOE Funding Agreements Relating to
* ./ -the U.S. Department,of Energy Steel Initiative

For the reasons, facts, and justifications set forth below, the
Department of Energy (DOE) has determined pursuant to 35 U.S.C.
.202(a)(ii) that the circumstances surrounding the Department of
Energy's Steel Initiative Program are exceptional. Accordingly,
a'disposition of patent rights different from that applicable
under Public Law 96-517 and Public Law 98-620 for funding agree-
ments with small businesses or nonprofit organizations under this
Steel Initiative Program is necessary. 'Allocation of patent
-rights to a holding company for the benefit of participants in
the Steel Initiative under this Program will better promote the
policies and objectives of Chapter 18, Title 35 of'the U.S. Code.

The Department of Energy acting through its.Office of Industrial
Programs under the Assistant Secretary for Conservation and
Renewable Energy has established and is carrying out a Steel
Initiative Program in order.to improve the international competi-
tive position of the U.S. domestic steel industry. As a part of
this initiative, it is intended that the position of the U.S.
domestic steel industry will be enchanced through commercializa-
tion.of innovative technology developed in cooperation with DOE's
National Laboratories. The U.S. Congress has supported the Steel
Initiative by explicitly directing additional funds to the
Department of Energy Steel Initiative Program through appropria-
tions bills, the most recent being the continuing appropriations
for Fiscal Year 1987, Public Law 99-591 (House Joint Resolution
738). This legislation specifically authorized an additional 2
million dollars to be made available for continuing a research
and development initiative with the.National Laboratories for new
technologies up to proof-of-concept testing to increase signifi-
·cantly the energy efficiency of processes for producing steel.
Congress had.previously appropriated '7.1 million dollars for this
Steel Initiative in Public Law 99-199, (House Joint.Resolution
465), Further Continuing Appropriations for Fiscal Year 1986,
adopting the appropriations as provided in the Department of the
Interior and Related Agencies Appropriation Act, 1986. The
legislation appropriating this 9.1 million dollars explicitly
requires a cost-sharing contribution by the "participants" equal
to 30% of the amount of the Federal Government obligations and
further provides that the total Federal Government expenditures

,shall be repaid up to 1-1/2 times from the proceeds'of the
commercial sale, lease, manufacture, or use of technologies
developed, at a rate of 1/4 of all net proceeds. The
Congressionally stated objective of the legislation is to assist
U.S. domestic steel industry in developing new, more efficient
technologies which will permit the U.S. domestic industry to
compete on a more even basis with the nondomestic steel industry.
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.. 'benef'it the. :.-U i.;idomestic astee iyndustry. By- inclusion of. the' :'.,:" .'-
1-? ..-'Preference. for U.S i..Industryi: sections. in both Public Law 96-517 ,

.,(::'-and P·ublic,'Law:,.98-620, Congress has also expressed its concern
:.' ..'" with- the! interests of the. U.S. domestic industry. A declaration.

: ' :.-- of ,:exceptional -circumstances under which all rights would flow to
'.-':"': a holding company' for the benefit of participants in the Steel

." .,: .Initiative would permit .the controlI of ownership of the entire
F ,~'--,'"technology" package' so as to facilitate and assure transfer of the
,,.''',...entire technology to0 the private .sector in a manner which will.be
:,.. ., beneficial: t'.the U.S domestic steel industry. ' '

" In Iaccordance with this exceptional circumstances determination
.. :the : Department' of Energy will effectively transfer title, by a

,waiver.:granted in conformance. with DOE's .waiver procedures, 41
: .'CFR 9-9:. .109-6, . to' a private concern or concerns, in order to.

.. i- ': onsolidate the technology package for commercial'ization and
: utilization within--the U. S. domestic industry for the benefit of

' ". ;: ;', the participants in the: Steel -Initiative.' The private concern.'
- ,':~'., can .be ,viewed generically .as a- ho lding company which would'-take

':. .,title!. under .a waiver from DOE: in order to control and' license
: :.Steel Initiative technology to the U.S. domest sticsteel industry.,

. ':.'Each .participant and the U.S Government acting'through DOE would
.'-.:enter,an agreement with:the holding company providing for. the

.'- . 'transfer- of. title to the;:holding company and the retention of
' .. rights to utilize and-share in the'benefits of the technology by
.'.the participants' based upon the..equities of the'participant.

.',,. '.Licensilng to nonparticipating members of the U.S. domestic
','.. industr.y would be"-onh a basis beneficial and equitable to the

:' participants... '.' ' . .... :

.- For the Steel Initiative,c Congress has directed that. the steel
,industry participants.contribute an amount equal to 30% of the

..-. Federal Government obligations and that the Federal Treasury
shall 'recoup .an amount up to 1-1/2. times the Federal expenditures

, .ata.rate .of 1/4 of.-all net proceeds obtained from the commercial
sale', :.ease, manufacture, or:use of. the technologies developed..

' A'means must be provided.to encourage'domestic industry to
participate in-the Steel Initiative and .to expedite the

, 'commercialization,and. utilization of othe technologies.:developed.
This exceptional circumstances determination' will permit title to

-. the entire technology package to vest, through .the waiver '
:process,, in a holding company or companies which will guarantee

.' .- ': to the participants a right to utilize the entire technology
.developed. This up-front knowledge.that'.there will be.a right to

' use all the technology developed: on. an uni'form and equitable
.;. basis for :all participants without 'the potential future necessity

. for negotiations with multiple parties for license rights'.in.
various aspects of.the technology will encourage participation in
the.Stee'l Initiative.: The'participants will be able to utilize
the:'best technology developed without fear of additional future
obligations and license negotiations, thereby expediting the
utilization and commercialization of that technology. Such
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